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Argentina's Economy Minister Felisa Miceli is under investigation from prosecutors after a security
check found thousands of dollars in cash in her offices. On July 16 she stepped down from her
post in the government of President Nestor Kirchner, who accepted her resignation and appointed
economist and industry secretary Gustavo Peirano as her replacement.
The affair will likely reverberate badly for Kirchner and may cost his wife Sen. Cristina Fernandez
de Kirchner, running to replace him as president in the upcoming October election (see other story
in this edition of NotiSur), a loss of votes.

The US$64,000 question: is it bribe money?
Late in June, police conducting a routine security check for bombs found a brown paper bag
containing the about US$64,000 cash in Argentine pesos and US dollars in a bathroom cabinet inside
Miceli's offices. Miceli had said that her brother had loaned her most of the money so she could buy
a house, and she had taken it to the office for safekeeping until she could put it in a bank. She said
she broke no law but committed a "blunder" by leaving it in her office.
But federal prosecutor Guillermo Marijuan was not satisfied with the explanation and ordered her
to appear before a judge to make a declaration. "Publicizing acts concerning my private life, relating
them to my public activity, has caused undeserved damage to my honor, which undoubtedly affects
our government," Miceli said in her resignation letter. She added that she will face justice "like any
other citizen" to clarify the case.
Only a week before Miceli's resignation, Kirchner had offered a public show of support for her by
traveling with her to Independence Day festivities in central Argentina. Peirano, her replacement, is
considered a strong supporter of Kirchner's efforts to encourage industrial development and state
intervention in the economy, as was Miceli when she came to the post.
Peirano, an economist trained at the Universidad de Buenos Aires, was appointed as secretary of
industry in 2005 after 11 years as director of economics at the Union Industrial Argentina (UIA), the
country's largest organization of industries.

A blow to the Kirchner presidential campaign
The accusations against Miceli come at a particularly sensitive time for the Kirchner administration
as the president's wife Sen. Fernandez gears up to run in the Oct. 28 presidential race. The economy
minister's seat is arguably the most prominent Cabinet position in the administration as Argentina
attempts to rebuild its economy from the financial meltdown of 2001-2002.
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Miceli took office in late 2005 as President Kirchner sought to consolidate his power following
favorable midterm-election results (see NotiSur, 2006-01-06). Miceli replaced Roberto Lavagna,
who until then had been managing Argentina's recovery since coming into office under Eduardo
Duhalde (2002-2003). After Miceli replaced him, Lavagna emerged as a leading Kirchner critic and
candidate in October's election (see NotiSur, 2006-07-28).
As inflation has put heavy pressure on the prices Argentines pay for necessary items and led to food
shortages, the Kirchner administration has come under greater criticism for its handling of price
increases. The criticism was especially strong when the president ordered a restaffing at the nation's
statistics agency, the Instituto Nacional de Estadisticas y Censos (INDEC).
Critics depicted the move as an effort to hide inflation by firing the people in charge of measuring
it (see NotiSur, 2007-03-02). Fernandez is currently polling as the front-runner against a divided
opposition that includes Lavagna, but the numerical effect of the Miceli scandal may not yet have
become clear. Felipe Noguera, who owns the Felipe Noguera Consultores political research firm,
said, "This will damage the government just days prior to the launching of Cristina Kirchner's
campaign.
The government has recently endured a slew of scandals that contradict the image it had of being
transparent." Fernandez on July 10 publicly supported environment secretary Romina Picolotti
after newspapers reported she hired about 350 new people, including relatives. Picolotti named her
brother as her chief of staff and also hired her brother's girlfriend. In May, the government fired
two officials under investigation in connection with bribes paid in a contract to build a natural gas
pipeline.
Omar Borla, a senior Latin America economist with Dresdner Kleinwort in New York, said Miceli's
departure would have no effect on Argentina's economic program because Kirchner has set policy
and would continue to do so. "The basis of the country's economic policies is a budget surplus,
strong growth, and a competitive exchange rate and that's Kirchner's program, not Miceli's," Borla
said.
Cabinet Chief Alberto Fernandez said Miceli's resignation will not hurt the government or the
presidential bid of Fernandez. Political analysts and newspaper readers commenting on the Web
site of newspaper La Nacion tended to disagree. "There's no question all this has hurt Fernandez's
candidacy," said political analyst Rosendo Fraga, who runs the Nueva Mayoria polling firm. "The
question is how much."
The government still enjoys the benefits of an economic expansion now in its fifth year, which
cut unemployment in 2006 below 10% for the first time since 1992. The pace of growth and higher
government spending has spurred inflation to about 10% annually, according to government figures.
"The government may take advantage of this new face at the Economy Ministry to make the changes
needed to try to normalize the INDEC," said Gustavo Rizzi, portfolio Manager at RIG Valores
Sociedad de Bolsa in Buenos Aires.
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